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A Stronger Labor Market
EMPLOYMENT has moved up steadily this
year. Gains have outpaced an accelerated
growth in the labor force, and some progress
has been made in reducing unemployment.
Most of the recent improvement has come
from a reduction in the number of unem-
ployed adult males. Unemployment is still
very high among younger workers and non-
white workers and among those with the
least skill, experience, and education.
In the current business expansion the
rise in employment has been maintained
longer than in the two preceding cycles.
Moreover, with sizable further increases in
demands for goods and services, employment
has shown a substantial gain over the past
year instead of slowing down after an initial
sharp rise as it did in the 1954-57 expan-
sion. Unemployment, however, has remained
above the rates experienced in that period.
Most new job opportunities have con-
tinued to be in the rapidly growing private
service and trade activities and in State and
local government. Output in manufacturing
has risen by substantial amounts and rela-
tively long workweeks have been the rule,
but increases in employment have been
moderate, and they have been concentrated
in the metals industries.
Thus far in 1964, expansion of output in
manufacturing has exceeded the small rise
in total manhours worked, and growth in
productivity appears to have continued at
about the same relatively high rate as in
1963. Meanwhile, wage increases have been
moderate, and labor costs per unit of output
have remained stable.
The accelerated flow of workers into the
labor force has been due in part to the stimu-
lus of increased demands for labor, which
have attracted many married women and
younger workers into gainful activities. In
addition, youths born during the postwar
baby boom have begun to enter the labor
force in increasing numbers.
This year 2.25 million youths—300,000
more than in 1963—are graduating from
high school, and a similar increase is ex-
pected next spring. Based on last year's ex-
perience, more than half of these graduates
will not go on to college and will become
relatively permanent members of the labor
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force. Of those who do not continue their
schooling, about 90 per cent of the boys and
70 per cent of the girls will be working or
looking for work by early fall.
EMPLOYMENT
Nonfarm payroll employment has been
rising at a fairly steady pace since early
1963, following a period of hesitancy in the
last half of 1962. In May 1964 it reached
58.5 million persons and was 1.4 million
higher than in May last year. This was a
slightly larger increase than that in the pre-
ceding year.
Almost four-fifths of the gain in nonfarm
employment over the year was concentrated
in trade, services, and State and local gov-
ernments. The rise in these activities was one
of the largest on record. Federal Govern-
ment employment in May was a little below
the year-earlier level.
Additions to employment have been only
moderate in industrial activities. In manu-
NOTE.—Federal Reserve data for output, and Bureau of Labor
Statistics data for all employees; seasonally adjusted. Latest
figures shown, May.
facturing, employment in May totaled 17.3
million persons, 215,000 above a year ear-
lier. Rising expenditures for automobiles,
other consumer durable goods, business cap-
ital equipment, and the products of related
metals industries have been the major factor
in the recent expansion of manufacturing
employment.
In nondurable goods industries employ-
ment has changed little, as has often been
the case in recent years—even in periods of
recession. This has been true also in such
industries as chemicals, textiles, and petro-
leum products where there have been sharp
advances in production. In these as well as
other manufacturing industries, output per
manhour has continued to grow rapidly.
Other industrial sectors also have exhib-
ited a moderate upward tendency in em-
ployment. Construction employment, which
had been relatively stable from 1957 to
1962, increased 3 per cent over the past year,
and the number employed in transportation
and public utilities rose slightly. The cur-
rent expansion, however, has proved inade-
quate to stem a long-term decline in mining
employment.
Longer-run changes. In the 4 years since
the preceding cyclical high in the spring of
1960, nonfarm establishments have added
almost 4 million workers to their payrolls.
The average annual increase of 1 million
compares with an average of only 600,000
over the two preceding cycles.
The trend towards increased importance
of public and private service activities and
of occupations requiring higher skills has
continued to be dramatic, as it has been
throughout the past decade. From early
1960 to the spring of 1964, 3.6 million per-
sons obtained employment in nonindustrial
activities.
In manufacturing and other industrial
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MOST NEW JOBS are in nonindustrial sectors
1957.100
PRODUCTION-WORKER employment
still below earlier peaks
1958 1964
NOTE.—Bureau of Labor Statistics establishment data. Indus-
trial represents manufacturing, mining, construction, transporta-
tion, and public utilities; nonindustrial represents trade, service,
finance, and government. "Metals industries" represents primary
and fabricated metals, machinery, and transportation equipment.
All data seasonally adjusted. Latest figures shown, May.
activities, the 4-year gain in employment
amounted to only 350,000, and there are
now substantially fewer workers in such ac-
tivities than in the mid-1950's. Only 43 per
cent of all nonfarm workers are now en-
gaged in industrial activities compared with
close to 50 per cent a decade ago.
Most of the new opportunities in manu-
facturing, as in other activities, have been
for professional and managerial personnel
and for other salaried workers. Needs for
production workers have generally been met
by recalling laid-off workers. As a result,
blue-collar jobs for new entrants into the
labor force have been limited. As of May,
production-worker employment had not yet
returned to the early 1960 level and was 1.5
million below its 1953 level.
Hours. Changes in the workweek in re-
cent years reflect the complex way in which
the labor market adapts the demand for
labor to the available supply in a period of
rapid gains in employment. On the one
hand, new hiring has been at a low rate in
manufacturing industries, and a relatively
long workweek has been maintained. In
May the average workweek in manufactur-
ing was 40.7 hours, about the same as it was
last year and in other years of high activity.
In some industries, particularly in metal
working, overtime has risen and the work-
week is quite long.
On the other hand, a large proportion of
the sharp increase in service and trade em-
ployment this year, as well as in other recent
years, has consisted of voluntary part-time
workers, mainly married women and youths.
In May the number of such voluntary part-
time workers totaled about 8 million, an
eighth of total employment and not far from
double the number a decade ago. Reflecting
mainly the rise in part-time employment,
the workweek in nonfarm activities has been
declining and in May it averaged 40.0 hours.
This was slightly less than a year earlier and
almost 1 hour shorter than in 1955.
LABOR FORCE
A stepped-up rate of growth in the civilian
labor force, especially this year, has been
indicative of strengthening demands for la-
bor. In April and May an average of 74.6
million persons were in the labor force—
that is, they were either working or looking
for work. This represented an increase of
1.6 million from a year earlier and compares
with an average increase of only 800,000
over the preceding 3 years. It was also more
than the projected growth of 1.2 million for
the latest year.
Until recently, analysis of labor force
growth usually emphasized demographic and
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social forces—the age distribution of the
population, the rise in school enrollment,
earlier age of retirement, and the emancipa-
tion of women from household duties. Cur-
rent analysis tends to give increased weight
to the influence of employment opportunities
on the available labor supply.
When jobs are plentiful, many persons on
the margin of participating—for the most
part married women and younger workers—
enter the job market. When demand for
labor is weak, the reverse tends to happen.
Some older workers who lose their jobs leave
the labor force. Fewer married women and
teenagers enter the labor market and more
withdraw from it, although there are influ-
ences working in the other direction—par-
ticularly the need for additional family
workers to seek jobs in order to make up for
losses in family income. The decline in labor
force participation during the years 1956-63
reflected a combination of these diverse in-
fluences.
With women and younger workers now
entering the labor force more rapidly, the
over-all participation rate (proportion of the
working-age population in the labor force)
appears to have leveled off this year. Among
women, participation rates have been in-
creasing faster than earlier. Among youths,
the very sharp declines typical of recent years
appear to have halted. The reduction in par-
ticipation of older male workers, which has
been so pronounced in recent years, has
also slowed. For men in the prime working
ages, participation rates continue to be very
high.
A significant change is developing in the
age-sex composition of new additions to the
labor force. Over the past 10 years adult
women have accounted for about one-half of
the total increase. But in the years ahead
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younger workers will account for the major
part of the increase. Persons 16-19 years
of age entered the labor force in increasing
numbers in 1963 and early 1964, and next
year the number will be even larger.
In the last half of this decade it is expected
that the labor force will increase by close to
7 million persons and that nearly one-half
of them will be 24 years of age or less. Only
5 per cent of the increase in the labor force
from 1950 to 1960 occurred in these younger
age groups.
About the same number of adult women
are expected to enter the labor force in the
last half of this decade as in the past 5 years,
but their proportion of total growth is ex-
pected to be considerably smaller. Additions
of adult men to the labor force will not show
a substantial increase until late in the decade,
and this will operate to hold down their un-
employment rates in the next few years if
demands for labor remain reasonably high.
UNEMPLOYMENT
Unemployment declined to 5.1 per cent of
the civilian labor force in May from 5.4 per
cent in the previous 3 months. In May the
rate was below the narrow range in which
it has fluctuated for more than 2 years and
was about the same as in May 1960, but
was above rates prevailing from mid-1955 to
mid-1957.
Within the total, the most notable change
over the past year has been the reduction in
unemployment among adult males. As the
chart shows, the seasonally adjusted unem-
ployment rate for men 20 years of age and
over declined to 3.6 per cent in May from
4.4 per cent a year earlier. For married men
the rate was down to 2.6 per cent. Men 20
years of age and older accounted for 3 out of
5 persons in the labor force and for only 2
out of 5 of the unemployed.
Growth in the adult male labor force has
been relatively small, so that gains in em-
ployment have brought about a sizable re-
duction in unemployment. In contrast, em-
ployment gains among adult women and
younger workers have been strong, but siz-
able increases in their labor-force numbers
—along with other influences—have been
associated with high unemployment rates.
Those hardest hit by unemployment are
youths whose lack of adequate training, edu-
cation, and seniority complicates their efforts
to find and hold jobs; older men and women
whose skills have become obsolete; and non-
white workers who are at a disadvantage in
terms of training and education and who
often suffer from discriminatory hiring prac-
tices. Many in these groups have been unable
to find steady work even in periods of eco-
nomic expansion.
In May almost 1 million persons, one-
fourth of all the unemployed, had been
seeking work for at least 15 weeks. This
number was somewhat less than last year,
but more than in 1960 and almost twice as
large as in 1956.
Younger workers. Unemployment among
younger workers has traditionally been
higher than for other age groups. Even in
1956, when total unemployment averaged
close to 4 per cent of the civilian labor force,
the jobless rate for youths 16-19 years of
age averaged more than 10 per cent.
In 1963 unemployment in this age group
worsened appreciably as their number in
the labor force was swollen by those born
early in the postwar years. In May 1964,
after allowance for seasonal influences, the
number of youths unemployed totaled al-
most 1 million, and the unemployment
rate was 18 per cent. Although younger
workers represented little more than 7 per
cent of the labor force, they accounted for
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mum wages in September to $1.25 an hour
in covered industries. Also, there was a
heavier concentration of previously nego-
tiated wage increases in the second half of
the year.
When allowance is made for increases in
fringe benefits and in earnings of salaried
employees, total labor costs per unit of man-
ufacturing output have changed little over
the past year.
Gross weekly earnings in manufacturing
before deductions for taxes and social se-
curity amounted to $103 in May. This was
$3.74 more than a year earlier. As a result
of the March reduction in Federal tax with-
holdings, however, the increase in take-home
pay over the year amounted to about $5 for
the average factory worker with 3 depend-
ents.
Nonmanufacturing. Wage increases in non-
manufacturing activities for which data are
available varied significantly from the man-
ufacturing pattern, due in part to differences
in demand for labor. Since 1960 the sharp-
est advances have occurred in retail trade
and in the building construction industries,
where employment increases have been rela-
tively larger than in manufacturing. In min-
ing and railroads, where demands for work-
ers have been weak, wages have changed
little.
This September about 3.6 million workers
in service, trade, and other nonmanufac-
turing activities, who were first covered in
1961, will be affected by an increase in
minimum wages from $1.15 to $1.25 an
hour. Their minimum wages will then be on
a parity with those for workers who had
already been covered in the minimum wage
increase in September 1963.
COLLECTIVE BARGAINING
The moderate nature of the rise in consumer
prices, the cut in Federal income taxes, and
the annual gains in wages provided by long-
term contracts in a number of major indus-
tries have tended to ease union demands for
larger increases in wage rates. Instead, many
unions, concerned with the limited nature of
job opportunities for their members and
with the impact on employment of techno-
logical advances, are emphasizing measures
to extend job security and increase employ-
ment. With corporate profits up consider-
ably and the labor market stronger, some
unions are pushing for larger packages, in
terms of total employment costs, than those
negotiated in recent years.
The automobile workers' union has an-
nounced, prior to the forthcoming negotia-
tions with the producers, that its major
demands will include proposals for earlier
retirement, higher pensions, and more relief
time on the assembly line. These proposals
would apparently be in addition to proposed
increases in wage rates. The current 3-year
automobile contracts, which expire August
31, 1964, included annual increases of 2.5
per cent in hourly wage rates and a quarterly
cost-of-living adjustment. Similar provisions
have been in effect in the automobile indus-
try since 1950.
Labor contracts with longshoremen and
with workers in such important industries as
farm machinery, metal mining, meat pack-
ing, and can manufacturing will expire later
this year. Steel industry contracts may be
reopened to change wage rates, upon giving
120 days' notice, at any time after January
1, 1965.
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one-fourth of the unemployed. This propor-
tion was considerably higher than earlier.
This summer more young jobseekers than
ever before will enter the labor market, and
the largest number will be those 17 years
old. Many youths will be seeking work for
the summer only, but many of those who
graduate from high school this year will not
go on to college and will become perma-
nently attached to the labor force.
Unemployment rates have been high for
JOB OPPORTUNITIES decline for youths in
manufacturing; rise in services
•. . •
 h~





















NOTE.—Bureau of Labor Statistics household data. Proportion
of total nonfarm employment of persons 14 to 24 years of age
in selected industries; excludes miscellaneous activities. Service
represents private and domestic services, and government educa-
tional and health services.
those no longer enrolled in school and in the
labor force. A study in October 1963 found
that almost 15 per cent of those 18 or 19
years of age who had either dropped out of
school or had graduated were unemployed.
This was more than double the 1956 rate and
indeed as high as in any recession year.
Unemployment rates were found to be lower
for those 20-24 years of age who were no
longer in school, but unemployment in this
group has also risen significantly.
Employment opportunities of many types,
which in earlier years had been available for
new, inexperienced entrants into the labor
force, especially young men, have been
disappearing. Young workers have been
finding it more difficult to obtain jobs in
many highly automated activities, in which
gains in output per manhour are rapid and
there is little need for additional semiskilled
or unskilled labor.
In 1963, for example, only 25 per cent
of all young persons (24 years of age or
less) engaged in nonfarm activities were
employed in manufacturing. This figure
compared with 30 per cent in 1950. In con-
trast, over the same period services—both
private and government—have accounted
for a much higher and a growing propor-
tion of younger workers.
Nonwhite workers. Unemployment among
nonwhite workers has shown a decline this
year, but it remains very high and is a serious
problem. In May such workers accounted
for only one-tenth of the labor force but
one-fifth of total unemployment. The non-
white unemployment rate was 9.0 per cent
compared with 10.3 per cent a year earlier;
the reduction was concentrated among male
workers. Among nonwhite women there has
been no reduction in unemployment.
Notwithstanding the recent decline, the
unemployment rate for nonwhite male
workers has continued to be more than
double that of white male workers, as it
has since 1955. During recessions the differ-
ential has narrowed slightly, but in subse-
quent recoveries unemployment among non-
white workers has continued at very high
rates and the differential has widened again.
In part this widening has reflected a greater
proportion of nonwhite workers with per-
sistent long-term unemployment. In May
nonwhite workers accounted for about a
fourth of all the long-term unemployed.
Areas of unemployment. Expansion in eco-
nomic activity has resulted in some further
geographic improvement in labor market
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conditions. In May, 39 of the 150 major
labor market areas in the country had unem-
ployment rates of more than 6 per cent,
compared with 43 areas a year ago.
A number of industrial centers which for
extended periods had been classified as
having substantial labor surpluses—includ-
ing Detroit, Youngstown, and Birmingham
—are no longer listed as problem areas.
However, unemployment rates are still high
in some other centers, such as Pittsburgh,
Buffalo, and San Diego. Unemployment also
remains a serious problem in the Appala-
chian region and in some other areas of
insufficient diversification of industry.
LABOR COSTS AND EARNINGS
An important aspect of the current eco-
nomic expansion has been the stability of
labor costs per unit of output in manufac-
turing. Contributing to this stability have
been the moderate nature of wage increases,
attributable in part to ample supplies of
manpower, and the sustained high rate of
advance in output per manhour as producers
have installed more efficient equipment and
have improved methods of production to
meet competition and minimize costs. For
the total private economy too, gains in out-
put per manhour have been relatively large
in recent years.
Preliminary data suggest that in the first
5 months of this year output per manhour
for all employees in manufacturing was
about 4 per cent more than a year earlier.
This was about the same as the increase for
the year 1963. Since the cyclical high in
early 1960 the rise in output per manhour
in manufacturing has been above the post-
war average.
The maintenance of a high rate of produc-
tivity gain for more than 3 years after a
lower cyclical turning point is unusual. In
UNIT LABOR COSTS stable in manufacturing
OUTPUT









NOTE.—Bureau of Labor Statistics data for hourly earnings of
production workers. Unit labor costs, Bureau of the Census;
includes wages, salaries, and supplements. Changes computed
from cyclical quarterly peaks. Seasonally adjusted; latest period
is first quarter 1964.
previous expansions output per manhour
increased sharply in the early period of re-
covery, as output rose rapidly. But as the
expansions progressed, productivity gains
tended to slacken for a variety of reasons,
including slowdown in growth of demands
and output and, at times, capacity limita-
tions. As yet in this expansion there has been
no evidence of a slowing down in produc-
tivity growth in manufacturing.
Productivity also advanced at a fast rate
in the early postwar period, but wages rose
even more sharply and unit labor costs
moved up rapidly. In the mid-1950's wage
advances were not quite so large, but pro-
ductivity gains were smaller, and upward
pressure was maintained on unit labor costs
and prices.
Earnings in manufacturing. Hourly earnings
of production workers in manufacturing
rose to an average of $2.53 per hour in May.
This was 8 cents, or a little more than 3
per cent, above a year earlier and was close
to the average annual increase since 1960.
Since December 1963 the increase in
hourly earnings has amounted to only 2
cents, about the same as during the corre-
sponding months last year. The rise in wages
was somewhat more rapid in the latter part
of 1963, due in part to the increase in mini-
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